
Debt Examples 











Example 1 
 A school obtains a 5 year loan from Guaranty Bank for 

$15,000 on January 15, 2014 at an interest rate of 5%.  
The principal paid was $3,000, the interest paid during 
the year was $500 and the accrued interest was $525.  
The school uses the money to pay for the teachers’ 
salaries in January. 



Example 2 
 A school obtains a line of credit from Associated Bank for $100,000 

on July 1, 2013.  The interest rate on the line of credit is 5%.  The 
school uses $15,000 of the line of credit on September 1, 2013 to 
fund educational media purchases.  The school uses $10,000 of the 
line of credit on September 1, 2013 to pay for rent.  The school 
repaid $5,000 on June 30, 2014.  The interest paid during the year 
on the line of credit was $800 and the accrued interest was $850. 



Example 2 



Example 3 
 The school had $15,000 of carryover of 

unexpended bank loans (Line 10 of Schedule 9) 
on the June 30, 2013 FIR.   During the 2013-14 
school year, the school used $5,000 of the debt 
for equipment and $8,000 on operating 
expenditures. 



 



Example 4 
  A school obtains a $5,000 loan from the administrator 

of the school on May 1, 2014.  The school pays the 
administrator $1,000 in interest during the 2013-14 
school year.  Additionally the administrator provides a 
loan to the school by directly paying for $3,000 for 
school supplies on May 1, 2014.  No interest is charged 
on this amount. 



Debt Example 4 



Example 5 
 The school receives a loan from a member of the Board 

of Directors for $2,000 on February 1, 2014.  The 
interest rate is 4% and the prime rate on February 1, 
2014 is 3.25%.  The school pays $200 of interest to the 
Board member during the year and accrues $225.  The 
Board member has no ownership interest in the school. 



Capital Asset Debt Examples 



 



Example 1 

 The school purchases a desk for the school 
office that cost $3,000 and 100 desks and 
chairs for the classrooms that cost $50 each.  
The school decides to amortize the assets. 



Example 2 
 In the 2013-14 school year, the administrator 

contributes a vehicle to the school.  The Fair Market 
Value of the vehicle is $5,000.  The school records the 
vehicle in their fixed asset register and as a 
contribution.  How should this be recorded in the FIR? 

 

 It should not be recorded.  Only items that the school 
pays for or accrues for future payment (not donated 
items) may be included as an eligible cost. 



 



Example 3 
 In the June 30, 2013 FIR, the school has the following equipment: 
 
 
  
 In the current year, the school sells equipment that was purchased 

May 2013 for $4,000.  The original cost of the equipment was 
$4,000.  Complete Schedule 7-1.  What, if any, footnote disclosures 
are required.  How should the gain be recorded in the FIR? 

 

Year Original Balance Ending Balance Accumulated Depreciation 

2013 20,000 16,000 4,000 

2012 5,000 3,000 2,000 



Example 3 
 In the June 30, 2013 FIR, the school has the following equipment: 
 
 
  
 In the current year, the school sells equipment that was purchased 

May 2013 for $4,000.  The original cost of the equipment was 
$4,000.  Complete Schedule 7-1.  What, if any, footnote disclosures 
are required.  How should the gain be recorded in the FIR? 

 

Year Original Balance Ending Balance Accumulated Depreciation 

2013 20,000 16,000 4,000 

2012 5,000 3,000 2,000 



 



Example 4 
 The school first participates in the Choice program in the 2013-14 school year.  The 

school obtains an appraisal from Appraisals R’ Us for its educational media.  The 
appraisal is as follows.  The school decides to include the cost fully in the first year.  
What items should be capitalized and where would they be included in the FIR? 

Asset Assessed Value 

Math books 550 

TV 500 

Enrollment Software 200 

Playground equipment 600 

Papers and pens 250 

Smart Board 1,000 



 





Example 5 
 The school first participants in the choice program in the 2013-14 

school year.  The school purchased a van in November 2012 that 
cost $40,000 and purchases a swing set for $2,000 in May 2013.  
The school would like to amortize the cost over 5 years.  The van 
was partially financed with a $10,000 loan from US Bank.  As of 
June 30, 2013 $8,000 remained outstanding on the loan.  The 
school paid $4,000 principal and $2,000 interest on the loan during 
the 2013-14 school year. 



Example 5 
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the 2013-14 school year. 



 



Example 6 
 The school decides to do improvements to a building that it 

owns.  The school acquires $25,000 of items for a building 
improvement and pays $20,000 for work performed on the 
building from January 2014-June 2014.  From July 2014-
January 2015, the school pays the remaining $5,000.  The 
school begins to use the improved portion of the building 
January 1, 2015. The school elects to amortize the 
improvements. 







Example 7 
 The school purchases a building for $2,000,000.  The school uses a loan 

from Guaranty Bank of $1,500,000 to finance the purchase.  The school 
pays $200,000 of principal payments and $20,000 of interest payments in 
the 2013-14 school year.  The building will only be used for school use.  The 
school decides to amortize the building over 16 years. 



Example 7 
 The school purchases a building for $2,000,000.  The school uses a loan 

from Guaranty Bank of $1,500,000 to finance the purchase.  The school 
pays $200,000 of principal payments and $20,000 of interest payments in 
the 2013-14 school year.  The building will only be used for school use.  The 
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Example 8 
  The school enters into a 5 year lease that has two 

optional renewable terms of one year each that begins 
July 1, 2012 with an unrelated 3rd party.  The school 
repaves the parking lot for $4,000 during the 2013-14 
school year.  The school decides to amortize the 
leasehold improvements. 





 



Example 9 
 The school elected to use the BUC in the 2012-13 school year.  The Fair 

Market Value of the building was determined to be $3,000,000.  The school 
repaved the parking lot in the 2012-13 school year, which cost $1,000.  In 
the 2013-14 school year the school paid 1) rent of $50,000, 2) $15,000 for 
an addition to the building, and 3) $3,000 for general maintenance for the 
school building.  Complete Schedule 5C and 5A-1. 





Example 10 
 The school elected to use the BUC in 1999.  The original Fair Market 

Value was $1,500,000.  The school replaced their roof in the 2013-
14 school year, which cost $3,000. 

 
Year Cost School Use % Allowable Amount 

2012 300,000 50% 150,000 

2009 4,000 100% 4,000 

2006 6,000 100% 6,000 

Total 310,000 160,000 







Example 11 
 The school with the BUC included in Example 10 gets a new Fair Market Value 

appraisal in the 2013-14 school year.  The Fair Market Value is assessed at 
$1,510,000.  The school also builds a $200,000 addition with additional classrooms 
that is debt financed by Bank One with a $200,000 loan with an interest rate of 
5%.  The school pays principal payments of $10,000 and interest payments of 
$3,000 during the 2013-14 school year. 

 
 





Example 12 
 The church purchases a building for $2,000,000.  The 

school elects to use the Building Usage Charge.  The 
building will be used for the daycare about 20% of the 
time.  The daycare operates in 4 classrooms over 2,000 
square feet.  The school operates in 10 classrooms over 
6,000 square feet.   Complete Schedule 5C. 


